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CHAPTER 1 
 
 
 
INTRODUCTION 
 
 
 
1.1 Introduction  
 
Malaysia is presently experiencing a new era of prosperity. The government 
formulated and implemented a series of five year development plans and laid the 
foundation for the development in the country. From the 60s, Malaysian economy 
grew rapidly and many jobs were created in the agricultural and construction sectors. 
Towards the early 90s, Malaysia experienced a tight labour market and there was a 
shortage of labour  in the manufacturing industries. The labour shortage later 
expanded to the construction sector and domestic services. 
 
The shortage of skilled labour that the Malaysian construction industry is 
currently encountering has been perpetuated by several combination of causes. The 
economic change that Malaysia has seen for the last decade is one of the leading 
causes of the skilled worker shortage.  The resultant labour shortage was made worse 
by the selective attitude of local labour due to expansion of education, improvement 
in living conditions and access to upward mobility. 
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1.2 Background of the Study 
 
Malaysia has a labour force of 10.9 million in 2005 and nearly 11.1 million in 
2006. While Malaysia offers a large workforce, there is currently a shortage of 
skilled workers in some industries.  
 
Based on Labour Force Survey Report for 2005, there were 6.47 million 
employed persons in Malaysia of which 12.9 per cent were in construction industry, 
673,900 were Non-Malaysian citizens and 8 per cent from Non-Malaysian citizens 
were in construction industry. As of June 2006, there were 1.84 million registered 
foreign workers of which 33.3 percent were employed in manufacturing, plantation 
(20.2 per cent), services (including domestic maids) (25.9 per cent) and construction 
sector (15.1 per cent) (Bernama, 2006). 
 
Malaysia in recent years has absorbed large numbers of foreign workers to 
work in low-paying and low skilled fields. In general, low-skilled foreign workers 
are employed in positions that most Malaysian refuse to do it (Ames Gross, 2002).  
 
Malaysian Trade Union Congress (MTUC) pointed out that in early 1990s all 
buildings including multistory buildings, highways even the East-West highway was 
entirely built by locals. It is obvious that the construction industry is taking unfair 
advantage of the understanding shown by the Government. The fact that more than 
265,000 of the 322,000 illegal foreign workers were from the construction sector 
shows that they prefer illegals. Importing cheap labour is often the main cause of 
distortion between relative price of capital and labour. The demand for foreign 
workers is not due to genuine shortage but due to the desire of employers to pay 
lower wages (MTUC, 2002).  
 
According to the 2006/2007 Economic Report released on September 2006, 
Malaysia aims to reduce the number of foreign workers in the country from 1.84  
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million to 1.5 million by 2010. It is envisaged that by that time, only 200,000 foreign 
workers will remains in the construction industry. 
 
A similar situation is found in some developed countries where construction 
works has for many years been undertaken largely by immigrants, or by the children 
of immigrants (ILO, 1995). In Unite States, where the wage advantage that 
construction workers have traditionally enjoyed over other industries has steadily 
eroded over the past 20 years leading to a leakage of skilled workers from the 
industry and difficulty in replacing them (Philips, 2000). 
 
In china, construction work was ranked the lowest out of 69 occupations, in a 
poll of 2600 young people in 63 cities carried out in 1999 by academy of social 
sciences (Lu and Fox, 2001).  
 
 In India, from the survey of 2600 people in five towns in India, 90 per cent 
were working in construction because they have no choice, but they dont want their 
children to work in the industry (Vaid, 1999).    
 
 
 
1.3 Problem Statement  
 
When we talk about labour crisis in construction industry, number is not only 
issue impinging on the manpower development of the industry. Due to certain 
reasons, local workforce is less interested to work in the construction industry. This 
persistent situation may pose hiccups to the potential development of the industry. 
Local workforce is still thinking that the jobs in this sector are not dignified enough 
besides being labeled dirty, dangerous and difficult. Therefore as a last result to 
overcome the acute shortage of manpower, the industry hired foreign workers. 
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The group of foreign workers hired by the industry basically unskilled, 
acquires their work knowledge while assisting the more experienced workers, and 
thus is not meeting the industrys skill standards (CIDB News, 2002).  
 
According to the Third Industrial Master Plan 2006-2020 (IMP3), labour 
intensive industries will be encouraged to plan their human resource requirements to 
progressively reduce their dependence on low-skilled labour, particularly foreign 
unskilled labour. 
 
 
 
1.4 Aim and Objectives of Study 
 
The aim of this study is to investigate the reluctant of local manpower to 
work in the construction industry and how to increase their participation rate. To 
achieve this aim, three objectives are being delineated. Those are as follows: 
 
1) To identify the factors that led to the poor participation of local labour 
to work in the construction industry; 
2) To identify the critical factors that led to the poor participation of 
local labour to work in the construction industry; and 
3) To identify the strategies to improve the participation of local  labour 
in the construction industry. 
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1.5 The Scope of Study 
 
The scope of this study is narrowed down to simplify the process of 
information gathering, so it can be analyzed within an appropriate time limit. The 
aspects being considered are: 
 
1) Focused on manpower at the construction site 
2) The area of this study is in Klang Valley area  
 
 
 
1.6 Research Methodology 
 
The main focus of the study is to achieve earlier stated objectives through the 
collection of data using survey questionnaires and interviews, (Uma Sekaran, 2000). 
The methodology is set to gather the data to achieve the outlined objectives. The first 
step of study is to rationalize the issue to set up the topic of study. Then the statement 
of problems, aims and objectives were developed. This study employed several 
methods of data collection for the purpose of objectives achievement. For the 
knowledge acquisition phase, the literature in connection with the study to be carried 
out is reviewed through journals, books, conference papers, magazines, and websites. 
From that information, a set of questionnaire form develop. The respondents are 
Malaysian Citizenship workforce. The data analyzed using statistical method. The 
final phase of the study is to define the conclusions and recommendation with 
reference to the objectives, subsequent to the analysis from the questionnaire. The 
Methodology Flow Chart is as shown in Figure 1.1 below.   
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               Figure 1.1 : Methodology Flow Chart 
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1.7 Summary  
 
This study provides some valuable insights into the relative importance of the 
participation of local labour in the construction industry.  
 
The First chapter is the introduction of the research, which include the 
statement of problems, the aim and objectives of the study, the scope and 
justification of the study, and research methodology.  
 
The Second Chapter is on literature review; focus on the identification factors 
that influence the poor local labour participation.  
 
The Third Chapter continue with the literature review on current effort 
undertaken to encourage local labour participation. 
 
The Fourth Chapter is the Research Chapter that discuss the method of 
research. 
 
The Fifth Chapter discuss the Data Analysis and Results of the study. 
 
The Sixth Chapter is the conclusion and recommendation of the study. 
 
 
 
 
 
 
 
 
 
 
 
